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1, General Conditions in Balkan States:

In general the results of econamic relations and trade agreements in the year
1945-46 are judged with reservation by the Commercial Policy Section of the
Czechoslovakian Ministry of Foreign Affairs, as well as by other economic of-
fices. Owing to the general drought, the 1946 crop in the Balkan States was
catastrophic. Therefare, they had to import great quentities of agricultural
products (corn, wheat, flour, etc.) fram Russia and especially from the western
non=European states. iue to the political orientation of the Bal kan States
toward the East, they could only import minimal quantities so that there are
alarming reparts of the scarcity of food, especially in Rummia. As a further
consequesnce there is not much trading between these states, and very high prices
exist for the availabls domestic products.

25 Gzechoglovakia - Bulgeia

&) Enclosed is a complete translation of the first trade and compensation agree-
meats, with all preambles bstween CSR and Bulgaria as settled in October 1945.
(Pege 1), as well, as the telegram (“Telefonogramm') on (Fage 4), concerns a
confidential rerort to the Czechoslovakian Foreign Ministry sbout the market
situation and the high cost of tobasco, The difficult aconomig gsitustion in
Bulgaria ias described in Communication 2, and it follows from this that the
CSR signed the comercial treaty mainly for political resscms. (Page 5) and
(Page 6) contain tl.e exact wards of the Frotocol of 20 October 1945 concerning
the exchange of merchandise, prices for which were to be basedon the Swiss
frane. Paragraph & is especially noteworthy inssmuch as both countries agree
not o re-export merchandise without a written consent from the country which
ariginally exportec the merchandise.
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b)) Bacause of the poor 1946 crop, Bulgaria can offer for export at present
only vegetable soeds, fruit pulp and concentrates without sugar, wine,
alivowits, tobacco, skini, intestines for sausage skins, medicinal plsnta
aad ore. They wish rrimarily to import finished produets, household ap-
%lcle s, farm machinery, camplete factory imstallations and reilroad cone
astruction material. :

e) In 1946 the compensation agreement was completed through a new monetary
exchange treaty ("Clearing-Fandelsvertrag® )o &8t up on the bdaais of 5 leva
%o 1 kroner. Other than this, no change has besn made aince the firat
treaty, as Bulgaria is not in a pcsition to add new items to the original
expart list,

da) Czechoslovak officials ccmplair about this monetary arrangement, and
2t least one (ounciller voiced his concern about Bulgarian liabilities.
‘The irresponasible behaviar of the Bulgarian import and export firme is oon-
sidered in Prague to be especially detrimental to satisfaoctary trades
vhile CSR has delivered punctumlly considerable quantities of goods, machines
and material for resonstruction, Fulgarian deliveriecs were made slowly and
only after mrolonged urging, if at all. The Jommeracial Policy Seetion had
o undertake negotiations in behalf of the Foreign Ministry and diplomatic
remresentetives but their results were always limited to the individual case
aoncerned. It is expected that this state of affairs will not al ter befcre
‘the 1947 harveats. .
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Central effice of ibhe Bal. Chesbor of Comreree sné Boawrd of Trads
fpvendix to G.Z. 6615/U/1945.

Copy
Buchsr~st, 24 Octobsr 1945
Foreign Ministry
Prague .
Report No. 3/Bulgarie/, Zery Mgeut, Confidential J

The reproseniatives of the Czechoslevakizn eédministraticn of the
tobaeeo menopoly, vho remaimed in Sofia to negoticte for the payment of
tobacco with differont goods on %the haszis of the trade agroement, de-
livered &« report by telephone on 23 Getober 1945, & copy of whieh is
enelosgsd,

To explain t:is report we msntion the following:

During the ndgotiations in Sofia the board of direstors for foreign
trade pre¢sentod us with the tobsceo rrice list in which the different
kinde rengs from 11 sfr. to 16 sfr, vhich not cnly represents a2 price in-
ercage of wers tha: 100% (before the war thoe averige prics was about
5-6 sfr.), but, with the new parity «f the kroner, represents a tobasco
price incrsaso of more than three timos &8s much. As is evident, the
‘reprecentatives of the adminisiration of the tobacco mmmopely assume that
the sgupply of our soods, which we will export to Iulgaria, must e im-
ereased by at leaat 70%; thot is, twico the ags of Dr. KOPALS,; so that
the export industries can mrke the exti*a payment Ho the administration
of the tcbacco monopoely. On the occesion o the telephone convereation
betwsen DIrr. PERKYS and the ropressntztive of the edéministration of the
tobacco monopoly oz the 24th of thismonth, the representative was in-
farmed that if desired a report will be given to IrTague and that the
delegation has no objection to the ecapensation as suggested.

A copy  this is being sent to the Ministry o Poreign Tradse,

Ministry o Financt, Czechozlovaltian Natiozal Bank and the administra-
tion of the tobacco monopoly. .

Dictatedby Dr. AUGENTHALER
. pinister
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Communication No. 2

After the first transactions, about which we ecumunicated with Prague, the aituation
has developed as followas

The Bulgarians agreed that the mutual trade should be built up on the principle of
private compensation, after which it was made clear that, during the present situation,
it would mot be possible to determine a "olearing® sexchsnge which would make possible
an exchangs of goods in this mapner without harming one of the partners. Difficulties
arose with regard to the list of goods. This year Bulgaria had the worst drought it has
scen in the past 60 yesrs, and the Government is much conserned about thse next several
months. In Bulgaria they hsve no wheat, corn, potatoes, linseed or sugar, and very

fow beets. There is a great need for fodder, and the tobtacco erop is poor. The only
produets Bulgaria has aresfruit (but no plums); sa abundant gquantity of fruit pulp
which, because of the lack of sugar, cannct be msde into marmalade; very good wine from
this year‘'s orop, slivowitz, and similar products. During this critical Bulgarian
situation ocur transactions commenced, which on the ons hznd wae very advantageous to the
Government because it oould show the nation, before the election, that it was concerned
about procuring goods for Bulgariaz, but on the othsr hard presented enoracus difficulties
beeause the Bulgerians were not in a position to deliver some of the goods on the liste,
such as seeds, fruit pulp, etc., which could be used to cover the neccasary imparti re-
quirements. Consequently, they were caught unprepared by the election campaignas. Im
this regard, the situatiom dsveloped so that on the one hand the Bulgarians gave us a
list of their wishes, the ariginal of which I am enclosing as enclosure No. 1, and of
which wa have anly one copy. and on the other hand they rproposed to us the sxpaxr ts to
CSR a8 in enclosure No.. 2. It was elesar to us that we oither haa to treak ottt tas
transactions a drag them out until the elections in Bulgaria were over, that is, until
approximetely the end of next month. The leading personslities of the Pulgarian O0ffice
for Foreign Trade and the general secreiary of the Ministry of the Intericr turned con-
fidentially to us and requestsd that we sympathize with their extremely diffioult sit-
uation and they assured us that withocut lists we would get greater quantities of gooda
snd better values than those shown on the lists. After considering all these eircunm-
stances we have decided to make only a skeleton agrosment, a2 copy of which is enclosed,
The national banks have reached an agresmsnt concerning the financial payments about
which Herr Ing. HOTSCH (neme garbled) delirersd a report, which is also enclosed; T"e
trade representatives came to an agreement about transportation on the Danube wherein
the Pulgsriens promised us that they were prepared to go to Bratislava and back with the
16 railway trains and 3 "Remcrken® which were left to them, after which, railway trens-
pertation, according to all indieations, would be impossible mainly becsuse of unsettled
payment questions between Bulgaria and Rumania. The trade representatives will deliver
detailed reparts later whan they have aspent another day in Rucbuk, Bulgeria, discussing
+rade tariffs and other questianms, and will probably return today at noon.

The situation at the momsnt is as follows:

1o . It is necessary that the Irivate compensation for about 2 milliomm kg of tobaceo
be negotiatsd immediately as ithe Bulgarians have indicated to us, and that about
3 million kg bs paid for with goods which we can deliver immediately - ferro-
soncrste, oigarette paper, eleotric motars, partial agricultural machines and
other valuable goods - the choice of which is possidle from the list which we
enclose. The remaining # millién kg of tobacoc, and subssquent amounts, the
Bulgarians intend to pay for with machine installations, particularly electro-
technical, and to this end they plan %> send a cormission tc us within “he next
fer days which will bs prepared io negotiate concrete transactions. The Bulgarians
also have a great interest in railroad material but we did not give them any hope
in view of gur own difficult situation in this respect.

{ruge 3)

24 They mromised to be propared to grant us a campensation of 500 kg of raw opium
{allegedly they have no mcre) for medicine, and it would be necessary for us to
inform them as scon sa possible exactly which medicines we could deliver:

3o The possibility exists that we may get a number of "Bakauner* from Bulgarias,
{perhaps up $o 6.000 pisces ar mare).. Lightweight hogs averaging about 50 kg,
dead weight, yield about 25 kg of "Bakauner.? Furthermcre, it would be possible
to ge% "Deusrwurst® containing sbout 60-70% pork, and seversl carloads of rice
{perhaps about 5-6 cerloads)-
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4- It might be indicated howsver, for psychologicel rewsons, to suggest to Fulgaria
that payment be offered in a certain quantity of mermalade - in ccnneetion with
which we call attention to the excellent grape marps-lade vhich contsins caly
aatural suger - and other goods; for example, hate, which they could ssnd. It
is urgent that the firms imuediately undertaks the .mtter concretely and sner-
getically, so that no tims is lost. It would be best for the interested varties
in Prague to farm an aesociation which would handle the transastica.

Bucharest, 22 October 1945
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Jelzgren ("lelefonogrenm® )

1

from Dr. NOVOINY from Sofia to Dr. AUGENTHALER ar comaunicated to Mr. PETERKA.

J. ONDRA received the repart on 23 September 1945 at 1830 hours.

Very urgent?

1o

2,

3.

4o

50

6o

70

8

9.

Dr. NOVOTNY communicates:

Tho Czechoslovakian delegation (the administration of the tobacco monopoly)
visited ths Minister of Trade twice with the represeniatives of the Bul-
garian administration of the tobaccc manopoly.

3,000,000 kg of tobacco were promised, if, by 30 June 1946, the squiv-
alent in our products could be delivered, partisularly the machines.

Without concrete offers of counter-compensation:, giving the kinds,
quantities and prices, they would nct give credit.

Far the first part of the tobaoco delivery they demand: agricultural
machinery, electric motors, ferro-ccncrete, cigarette paper, hops,
sewing machines, metal and wood-working machines, plough shares, and
other finished products of the metal industry.

The Minister of Trade explainsed that a Bulgarian delegation of merchants
and rerressntativea of the offices would leave for Prague in a week for
compensation negotiatians,

It is necessary to inform the Minisiry for Foreign Trade in Prague quickly
by a code-telegrams

a) that ow firms should not quote prices to tie Bulgarian delegation;

b) that to the prices for exparts to Bulgaria will be added an extra
charge, on behalf of the administration for the tobacco monopoly, in
an amount twice the age of KOFALS in percent, to equalizs the high
purehase price of tobacco.

At the same time the Ministry for Foreign Trede in Prague should be in-
formed that the prices of supplies for Bulgaria (exports including tobaceo
priee inarease) should be offered in sfr., whersby the price of tobacco
should be converted at the new rate of exchange, 11.20 kds far the sfr.

The representatives of the Czechoslovakian firms in Bulgaria are informing
their main offices to make offers of goods which they can deliver immedi-
ately, and to get instructions from the Ministry for Foreign Trade before
making the offers.

'-'rcm'rov marning between 9:30 and 10300 o°clock, someons from the delega-

tion (Ir. PETERKA) should call the delegation in Bulgaria, which at this
tims will be waiting at the office of the firm Xotva, telsphone No. 1926,
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Frotogsold
of the settlemsnt for exchange of goods between the Czechoslovakien Républie and
the Kingdom of Bulgaris. ’

The governments of the Czechoslovakian Republic and the Kingdom of Bulgaria,
wishing to reasw and strengthen the economic relations betwsen bdoth countries,
have agreed as follows:

Faragraph 1.

Daring the time in which this protoool is valid, the sxchange of goods

. betwoen the Czechoslovakian Republic and the Kingdcm of Bulgeria will be carried
on in the manner of private ocmpencations which are approved beforehand by the
contracting offiocials of both countries. .

Paragraph 2.

The compsnsation transactions which are greated through the officialse of
both countries shotild be fulfilled within & period of two monthe from the day
of the final grent. If the character of the tramsaction ar the msaufacturing
of the goods demands a longer delivery. psriod, ths psriod for fulfilling the
gronted compensetions can be agread to be prolonged.

This ¢twoemonth period c¢sn also be prolonged if ihe carrying through of the
transactions has already begun in part, or if after mtual agresment both par-
ticipants wish 1%, The contracting officials of hoth partpers will inform them~
selwvwz matually by telegram of the issued granta.

Faragraph 3.

The prices of the Czechoslovakian and Bulgarism gooda which are the objest
of the compensation transactions between boih countries are expressed in Swias
france and ere determined by mutual agresemsnt of the contracting officials of
both countriee,

Paragraph 4.

The freight and the other duties far the Czechoslovakian goods, az well as
‘for the Bulgarian goods which are tranapartsd on the Denube; are paid by the
sonder as far as the shore of the shipping harbors.

The acceptirg of goods, as far as the quality end quantisy are’ cmcsi'nodo
will procped accarding to agreement by the contractars.

A8 &aon as direct rail transportation betwesn both these countries ie& pos-
#ible, the Agreomsnt about the introdustory direet transpoariation of goods bo-
twoen CSR snd Bulgaria® will come into force, as agreed upon today.

Paragraph 5.

The goods on the Denube will bs traneported on the basis of re¢iprocity of
ships of both countries whereby itis intended that the shipa in all casew arnd in
both directions are fully utilized.

raragreph 6.

The (zdchoslovakian apd Bulgarian govermments promise each other that the
goods which are traded betwean them will not be exported to a third country without
Irevious written coasent from the country whence the gonds originally csme.
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FRaragraph 7o

Both governments occnsider it necessdary that the (zecheslovekism Wational
Baak snd the Bulgarian National Bank come to an agreenent ah:out the pralimipary
regulation of individual payments betwsen both couniriea.

Faragraph 8.

Both countries will follow tho devaiopment of the mutval exchengs of gocda
and will inform themselves about the established d4fficulties which arise es
result,

(vage 6)

At the beginning of the ysar 1946, and if posaivle before the end of the
menth of Mereh, a mixed commission of both countries vill investigate the completo
develobment of the exeimngs of goode in order to ipst igate end egree on changes
in this protocol. If, however, in the in‘arest of somd development of the ax-.
change of goods, an earlier revision of this rrotoecl is psresssry, &&sh periper
wn try through diplematio shannels to g2t immediats -evisicnz. In this event
tha pargrer tryirz to et the ravision mnat present lia auggastion togather with
dstailed reasons to tho governmsnt of the other partnira. .

ragraph 9.
“his protoecl is valid from 28 Qetohop 1945 unt ') 30 Tune 1946.

Drawmn up in Sofip dn two nvriginal copies in Czerhoslovekisn and Bulgerian
lsnguages on 20 Octobar 1945 )

For the Gzechoslovakian Government: For the Bulgarisn Govarament:
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